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REIMBURSEMENT  FOR  PROPRIETARY  EXTENDED  CARE 
FACILITIES  UNDER  MEDICARE 


October  19,  1966. — Ordered  to  be  printed 


Mr.  Mills,  from  the  committee  of  conference,  submitted  the  following 
CONFERENCE  REPORT 

[To  accompany  H.R.  6958] 

The  committee  of  conference  on  the  disagreeing  votes  of  the  two 
Houses  on  the  amendment  of  the  Senate  to  the  bill  (H.R.  6958)  to 
amend  the  Internal  Revenue  Code  of  1954  to  promote  savings  under 
the  Internal  Revenue  Service's  automatic  data  processing  system, 
having  met,  after  full  and  free  conference,  have  agree  to  recommend 
and  do  recommend  to  their  respective  Houses  as  follows: 

That  the  House  recede  from  its  disagreement  to  the  amendment  of 
the  Senate  and  agree  to  the  same  with  an  amendment  as  follows : 

In  lieu  of  the  matter  proposed  to  be  inserted  by  the  Senate  amend- 
ment insert  the  following: 

SEC.  7.  REASONABLE  COST  FOR  REIMBURSEMENT  OF  PROPRI- 
ETARY EXTENDED  CARE  FACILITIES  UNDER  HEALTH 
INSURANCE  FOR  THE  AGED. 

Section  1861  (v)(l)  of  the  Social  Security  Act  is  amended  by  adding 
at  the  end  thereof  the  following  new  sentences:  u  Such_reaulations  in  the 
case  of  extended  care  services  furnished  by  vroyri&tary  facilities  shall 
include^rovisidnjor '  spec%Jic  ' recognition  of~ %  reasonable  return  on  equity 
capital,  including  necessary  working  capital,  invested  in  the  facility  and 
umd  imrtne  furnishing  of  such  services,  in  lieu  of  other  allowances  to  the 
extent  that  they  reflect  similar  items.  The  rate  of  return  recognized 
pursuant  to  the  preceding  sentence  for  determining  the  reasonable  cost  of 
any  services  furnished  in  any  fiscal  period  shall  not  exceed  one  and  one- 
half  times  the  average  of  the  rates  of  interest,  for  each  of  the  months  any 
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part  oj  which  is  included  in  such  fiscal  period,  on  obligations  issued  jor 
purchase  by  the  Federal  Hospital  Insurance  Trust  Fund." 
And  the  House  agree  to  the  same. 

W.  D.  Mills, 
Cecil  R.  King, 
Hale  Boggs, 
Eugene  J.  Keogh, 
John  W.  Byenes, 
Thos.  B.  Curtis, 
James  B.  Utt, 

Managers  on  the  Part  oj  the  House. 
Russell  B.  Long, 
George  Smathers, 
Clinton  Anderson, 
Frank  Carlson, 
Wallace  F.  Bennett, 

Managers  on  the  Part  of  the  Senate. 


STATEMENT  OF  THE  MANAGERS  ON  THE  PART  OF  THE 

HOUSE 


The  ^managers  on  the  part  of  the  House  at  the  conference  on  the 
disagreeing  votes  ot  the  two  Houses  on  the  amendment  of  the  Senate 
to  the  bill  (H.R.  8958)  to  amend  the  Internal  Revenue  Code  of  1954 
to  promote  savings  under  the  Internal  Revenue  Service's  automatic 
data  processing  system,  submit,  thp,  following:  statement  in  explana- 
tion_of^the  effect  of  the  action  agreed  upon  by  the  conferees  and 
recolrmiended "in"  the~accompanying  conference  report: 

The  Senate  amendment  added  a  new  section  7  to  the  bill  as  passed 
by  the  House.  Under  the  amendment,  section  1861(v)  of  the  Social 
Security  Act  (which  relates  to  the  determination  of  reasonable 
cost  of  services  for  purposes  of  title  XVIII  of  such  act)  would  have 
been  amended  by  inserting  a  new  paragraph  (2)  providing  that 
"reasonable  costs"  for  extended  care  facilities  are  to  include  a  return 
on  the  fair  market  value  of  the  facility  sufficient  to  attract  capital 
investment.  In  determining  reasonable  costs  under  section  1861(v), 
the  Secretary  of  Health,  Education,  and  Welfare  was  directed  to 
consider,  among  other  things,  certain  specified  factors. 

The  House  recedes  with  an  amendment  which  is  a  substitute  for 
the  Senate  amendment.  The  conference  substitute  .requires,  that 
regidations  under  the  health  insufancTprogram  relating  to the  reason- 
able costTof  extended  care  services  furnished  by  any  proprietary  facility 
spedfi£aJly_recognize  a  reasonable  return  on  equity  capital  invested  in 
the  facility  (or  portion  of  the  facility)  used  for  the  furnishing  of  the 
services.  Such  equity  capital  is  to  include  any  necessary  working 
capital  so  invested.  The  rate  of  return  so  recognized  for  any  fiscal 
period  may  not,  however,  in  the  case  of  any  proprietary  facility  exceed 
\y2  times  the  average  rate  of  interest  on  obligations  issued  for  purchase 
by  the  Federal  Hospital  Insurance  Trust  Fund  during  the  fiscal  period. 
Such  average  rate  is  to  be  computed  by  taking  the  average  of  the 
rates  of  interest  for  each  of  the  months  any  part  of  which  was  included 
in  that  period. 

It  is  expected  that  in  recognition  of  this  amendment  the  2  percent 
of  operating  costs  which  would  be  allowed,  in  lieu  of  specific  allow- 
ances for  "other  costs,"  under  the  proposed  regulations  of  the  Secre- 
tary of  Health,  Education,  and  Welfare  Avill  in  the  case  of  extended 
care  services  provided  by  proprietary  facilities  J>e  reduced  by  one- 
fourth,  to  a  total  of  1)2  percent  of  the  operating  costs.  * 

The  conferees  expect  that  the  Secretary  of  Health,  Education,  and 
Welfare  will jir^ly_jdmilar  or  comparable  principles  in  determining 
reasonable  costs  for  reimbursement  oF  proprietary  hospitals  for  serv- 
ices furnished  by  them. 
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W.  D.  Mills, 
Cecil  R.  King, 
Hale  Boggs, 
Eugene  J.  Keogh, 
John  W.  Byrnes, 
Thos.  B.  Curtis, 
James  B.  Utt, 


Managers  on  the  Part  of  the  House. 
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